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NOTICE TO USERS

The quality control standards committee intends that this
checklist be used as a tool by trained personnel in review
ing working papers and reports of unaudited statement en
gagements in connection with technical standards reviews
provided under the AICPA voluntary quality control review
program for CPA firms.
Such reviews are confidential con
sulting reviews that result in an oral report by the re
viewers.
The checklist is also available, upon request, for
purchase by AICPA members subject to their recognition of
the following:
1.

This checklist is a ’’tool” and in no way represents
official positions or pronouncements of the AICPA.

2.

It is intended as a guide rather than a fixed program,
and in application it will probably require some
modification depending on the size and nature of the
engagements being reviewed.

3.

Pronouncements issued after preparation of this
checklist will also require that it be modified
accordingly.

4.

The checklist should be used by persons having expert
knowledge of generally accepted accounting principles
and auditing standards and preferably by someone who
has had experience in reviewing reports and working
papers.
An untrained person may find the checklist
confusing and reach results and conclusions that may
be meaningless or perhaps misleading.

5.

The checklist was developed for use in reviewing en •
gagements of general “for-profit” companies and
probably will require extensive modification if ap
plied to engagements of ’’not-for-profit” organizations
and companies in specialized industries.

The committee welcomes and appreciates comments and suggestions
about the checklist and its use.
Comments by qualified users
can be of valuable assistance in updating the checklist and
administering the program.
Your comments and suggestions
should be sent to the American Institute of Certified Public
Accountants, 1211 Avenue of the Americas, New York, New York
10036, Attention:
quality control review division.
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INTRODUCTION

This questionnaire is not intended to be a complete test
of the sufficiency of the conduct of accounting service in con
nection with the preparation of unaudited financial statements.
Rather, it is intended as a working tool for a qualified reviewer
in applying his expertise in evaluating the methods and procedures
followed by a firm of independent accountants and encouraging the
firm to observe reporting practices that are generally accepted
by the profession.

A separate questionnaire should be used for each set of
workpapers reviewed.

Questions are worded so that "no answers ordinarily indi
cate unsatisfactory conditions.
A "no” answer should be supple
mented in the Remarks section with reasons for the response.
After completing the review, comments pertaining to un
satisfactory conditions and the reviewer’s recommendations, should
be summarized in the ’’Comments for Discussion” section to facili
tate discussion of findings and conclusions with the participant.
References in the checklist for Statements on Auditing
Standards are to the individual Statements Numbers 1 to 22.
Statements number 2 through 23 appear in the Codification of State
ments on Auditing Standards Numbers 1 through 23 (October 1978)
as follows:

SAS
No.
2
3

4

Reports on Audited Financial Statements

Section in
Codification
----- 509—

The Effects of EDP on the Auditor’s Study
and Evaluation of Internal Control

Quality Control Considerations for a Firm
of Independent Auditors

321

160

5

The Meaning of ’’Present Fairly in Conformity
with Generally Accepted Accounting Principles”
in the Independent Auditor’s Report
411

6

Related Party Transactions

335

7

Communications Between Predecessor and
Successor Auditors

315
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8

9

Other Information in Documents Containing
Audited Financial Statements

550

The Effect of an Internal Audit Function
on the Scope of the Independent Auditor’s
Examination

322

10

Limited Review of

Interim Financial Information

720

11

Using the Work of

a Specialist

336

12

Inquiry of a Client’s Lawyer Concerning
Litigation, Claims, andAssessments

13

Reports on Limited Review of Interim Financial
Information

337

519

14

Special Reports

621

15

Reports on Comparative FinancialStatements

505

16

The Independent Auditor’s Responsibility
for the Detection of Errors or Irregularities

327

17

Illegal Acts by Clients

328

18

Unaudited Replacement Cost Information

730

19

Client Representations

333

20

Required Communication of Material
Weaknesses in Internal Accounting Control

323

21

Segment Information

435

22

Planning and Supervision

311

23

Analytical Review Procedure

318

Is each statement page clearly and
conspicuously marked as "unaudited? ”

If the unaudited statements are for
the client ’s internal use only, and
do not include all footnotes and other
disclosures that may be desirable,
does the disclaimer include a clear
indication that the statements are re 
stricted to internal use by the client
and therefore, do not necessarily in 
clude all disclosures that might be
required for a fair presentation in
conformity with generally accepted ac 
counting principles?

If the circumstances indicate reserva 
tions about the unaudited statements
as a fair presentation in conformity
with generally accepted accounting
principles and the client has not
"agreed to recommend r e v i s i o n s ,"
does

3.

4.

YES

Statement on Auditing Standards

2.

-

Does a clear disclaimer accompany or
appear directly on the unaudited fi 
nancial statements?

SAS

NO
N/A

UNAUDITED STATEMENTS
FORMS OF DISCLAIMER OF OPINION

1.

NOTE:

A.

REMARKS

Page

3

.

If the unaudited statements lack the
statement of changes in financial
position does the disclaimer include
an indication that the statements do
not conform to generally accepted ac 
counting principles because the re 
lated statement of changes is not pre 
sented?

Does the disclaimer avoid mention of
any auditing procedures that may have
been performed (unless the engagement
was in connection with either letters
to underwriters or agreements between
a prospective buyer and seller of a
business, or a limited review as con 
templated in SAS Nos. 10 and 13)?

If the disclaimer is in connection
with either letters to underwriters
or agreements between a prospective
buyer and seller of a business, does
the disclaimer include specification
that use of the letters or reports is

5.

6.

7.

YES

NO
N/A

UNAUDITED STATEMENTS
FORMS OF DISCLAIMER OF OPINION

the disclaimer include specific re 
ference to the nature of the CPA's
reservations and effect, if known, on
the statements?

A

REMARKS
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If the accountant is not independent
does the disclaimer state specifically
that he is not independent and avoid
any description of the reason why he
is not independent?

Is the disclaimer dated?

Is the firm familiar with the Guide
for Engagements of CPAs to Prepare
Unaudited Financial Statements (pre
pared by the task force on unaudited
financial statements, auditing stan 
dards division, AICPA 1975)?

If the engagement is a limited review
of interim financial information (See
SAS Nos. 10 and 13) does the accoun 
tant ’s report include a disclaimer of
opinion?

Does the accountant ’s report to the
board of directors on a limited

8.

9.

10.

11.

12.

restricted solely to the parties in 
volved?

A.

YES

NO
N/A

UNAUDITED STATEMENTS
FORMS OF DISCLAIMER OF OPINION

REMARKS
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If unaudited financial statements are
presented with audited financial
statements does the report include
a disclaimer of opinion and are the
unaudited statements clearly marked
as ’’unaudited?"

Other remarks

14.

15.

?

Does the accountant ’s report on a
limited review of interim financial
information presented other than in a
note to audited financial statements
conform with the criteria of SAS No.
13, paragraphs 3-12?

13.

YES

NO

N/A

UNAUDITED STATEMENTS
FORMS OF DISCLAIMER OF OPINION

review of interim financial informa 
tion include a restriction on its use
and conform with criteria of SAS No.
10, paragraphs 19-23?

A.

REMARKS

Page
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Is a statement of changes in
financial position presented
for each period for which an
income statement is presented?

Do all the statements presented
include a general reference
such as "the accompanying notes
are an integral part of these
financial statements," and are
the notes numbered and referenced
from the statements or appropri 
ately captioned?

For financial statements issued
by development stage enterprises
for the years beginning on or
after January 1, 1976:

2.

3.

4.

and results of operations
presented in conformity with
generally accepted accounting
principles that apply to
established operating enter 
prises?

a. Are financial position,
changes in financial position,

Are comparative financial
statements presented?

1.

YES
NO
N/A

Page
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REMARKS

To determine the applicability of
cross-referenced pronouncements their
effective dates should be considered.
Cross-references are contained in a
table at the end of the checklist.

FINANCIAL STATEMENTS AND FOOTNOTES

ARB=Accounting Research Bulletin
APB=Accounting Principles Board Opinion
FASB=Statement of the Financial Accounting
Standards Board
SAS=Statement on Auditing Standards
FASBI=Interpretations by the Financial
Accounting Standards Board

GENERAL

NOTE:

B.

In addition to the basic
financial statements does
disclosure include amounts
of cumulative revenue, ex 
penses, net losses, changes
in financial position and
stockholders equity since
inception?

Do the financial statements
identify the enterprise as
a "development stage enter 
prise" and include a descrip 
tion of the nature of its
development stage activities?

b.

c.

’

For development stage enter 
prises included in a consoli
dated group FASBI No. 7,
paragraphs 4 and 5

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

•

B.

Page
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If the entity is a subchapter
S corporation for federal income

7.

8.

Are the financial statements
adjusted for any changes in
estimates resulting from sub 
sequent events that provided
additional evidence with respect
to conditions that existed at
the date of the balance sheet?

6.

a. Include a

presentation for
each period for which an
income statement is presented?

Does the statement of changes
in financial position:

tax purposes, do the disclosures
appear adequate?

For an enterprise in its first
fiscal year in which it is no
longer considered to be in the
development stage, is there
disclosure that in prior years
it had been in the development
stage?

YES
NO

FINANCIAL STATEMENTS AND FOOTNOTES

5.

B.

N/A REMARKS

Page
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Begin with income or loss
before extraordinary items?

c.

Are the financial statements
suitably titled?
(Certain
titles are generally understood
to be applicable only to state 
ments that present information
in conformity with generally
accepted accounting principles)

Based on the reviewer's study
of the workpapers and other
evidential matter, does it
appear that disclosures in the
financial statements are reason 
ably adequate?
(i.e., do they
comply to the third standard
of reporting)

9.

10.

working capital?

d. Include or be accompanied
by a presentation of net
changes in each element of

Disclose all important aspects
of financing and investing
activities regardless of
whether cash or other elements
of working capital are directly
affected?

YES
NO
N/A

FINANCIAL STATEMENTS AND FOOTNOTES

b.

B.

REMARKS
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For short-term debt paid
after the balance sheet date
but prior to refinancing
FASBI No. 8, paragraph 3

Are the current portions of
various assets and liabilities
classified as current items
if applicable?

13.

•

Is restricted cash appropriately
segregated from other cash items
and properly classified?

12.

1

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

Oil and gas producing companies
only: For fiscal years beginning
after December 15, 1978, do
the financial statements reflect
the accounting practices promul 
gated in FASB No. 19?

STATEMENT OF FINANCIAL POSITION
Current Assets:

11.

B.
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17.

Are Inventories stated at the
lower of cost as defined, or
market?
(If "no ” does the
practice of the industry allow
other methods?)

16.

Is interest on receivables and
payables (including premium
and discount) presented properly?

5, 6 and 10

FASB No. 8, paragraph 14
and FASBI No. 17 paragraphs

For foreign currency trans
lated financial statements

Is there adequate disclosure
of the separate classes of
inventory (e.g. raw materials
work in process, finished goods,
etc.) if material?

15.

•

Are items not expected to be
realized during the current
operating cycle included under
non-current asset captions?

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

14.

B.
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19.

18.

No.

2

For notes issued under the
Federal Bankruptcy Acts FASBI

4

No. 12, paragraphs 3 and

allowance accounts FASBI

For previously established

Other Assets:

Are stock subscriptions receiv 
able appropriately identified
and presented as a deduction
from capital, or, if presented
as an asset, stated separately,
clearly labeled, and their
status clearly described to
distinguish them from any other
type of asset?

•

YES

NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

For a marketable equity securities
portfolio is the carrying amount
the lower of aggregate cost
or market value, and is the
amount by which aggregate cost
exceeds market value accounted
for as a valuation allowance?

•

B.
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21.

20.

For development stage companies
FASBI No. 5, paragraphs 6
and 7,
For computer software
FASBI No. 6, paragraphs 4-

•

9

For business combinations
accounted for as a purchase
FASBI No. 4, paragraphs 4
and 5,

•

Are research and development
costs charged to expense when
incurred, and appropriately
disclosed?

reflected properly?

by the equity method, are the
income taxes on the investor ’s
share of the investee ’s earnings

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

If there are any investments
in common stock accounted for

B.

Page 14

23.

22.

4

For unrealized losses deemed
other than temporary FASBI
No. 11, paragraphs 3 and

Are short-term obligations that
are both intended to be refinanced
on a long-term basis, and ac 
companied by evidence of ability
to consumate the refinancing,
excluded from current liabilities
and accompanied by adequate
footnote disclosure?

Liabilities and Contingencies:

•

’

YES
NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

If a decline in market value
below cost of a given marketable
security is judged to be other
than temporary, and changes
in carrying amounts are included
in stockholders equity rather
than net income, is the cost
basis of the security written
down to a new cost basis and
the amount of the write down
accounted for as a realized
loss?

B.
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26.

25.

24.

For short-term debt paid
after the balance sheet date
but prior to refinancing
FASBI No. 8, paragraph 3

For short-term debt paid
after the balance sheet date
but prior to refinancing
FASBI No. 8, paragraph 3

No.

2

For notes issued under the
Federal Bankruptcy Acts FASBI

Is interperiod tax allocation
employed for oil and gas pro 
ducing companies with respect
to intangible drilling and
development cost and other costs
associated with the exploration
for and development of oil and
gas revenues?

o

Is interest on receivables and
payables (including premium
and discount) presented properly?

•

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

Are the current portions of
various assets and liabilities
classified as current items
if applicable?

•

B.
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29.

28.

27.

’

Are appropriations of retained
earnings for loss contingencies
clearly identified and included
within the stockholders equity
section of the balance sheet?

Capital Accounts:

For unrealized capital losses
of marketable securities are
tax effects recognized only
when there exits assurance
beyond a reasonable doubt that
the benefit will be realized
by an offset of loss against
capital gains?

No. 11?

YES

NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

Are income tax effects for
unrealized gains and losses
on marketable securities ac 
counted for according to APB

B.
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31.

30.

For unrealized losses deemed
other than temporary
FASBI No. 11, paragraphs
3 and 4

Are stock subscriptions receiv 
able appropriately identified
and presented as a deduction
from capital, or, if presented
as an asset, stated separately,
clearly labeled, and their
status clearly described to
distinguish them from any other
type of asset?

•

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

If a decline in market value
below cost of a given marketable
security is judged to be other
than temporary, and changes
in carrying amounts are included
in stockholders' equity rather
than net income, is the cost
basis of the security written
down to a new cost basis and
the amount of the write down
accounted for as a realized
loss?

B.
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If a segment of the business
is sold, abandoned, spun off,
or otherwise disposed of (or,
although still operating, is
the subject of a formal plan
for disposal) :

34.

•

For subleases entered into
as part of a disposal FASBI
No. 27, paragraph 3

and earnings per share cor 
rectly reflected in the
income statement?

discontinued operations

If there is an early extinguish 
ment of debt, is the accounting
proper and are all necessary
disclosures made?

33.

a. Are

If there are nonmonetary trans 
actions of either a nonreciprocal
or exchange nature, are they
recorded in accordance with
APB No. 29?

YES
N/A

______ ____

NO

FINANCIAL STATEMENTS AND FOOTNOTES

32.

INCOME STATEMENT

B.

REMARKS
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Are extraordinary items properly
disclosed and classified and
did they meet the criteria for
consideration as extraordinary
items?

Are material events or transac 
tions that are either unusual
in nature, or of infrequent
occurrence but not both (and
therefore not meeting both
criteria for classification
as an extraordinary item) re
ported as a separate component
of income from continuing op 
erations?

Are research and development
costs charged to expense when
incurred and appropriately
disclosed?

36.

37.

Are disclosures made in notes
describing the identity of
the segment sold, the date
and manner of disposal, the
assets and liabilities re
maining, if any, and the
income or loss from operations
from measurement date to
the date of the balance sheet?

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

35.

b.

B.
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38.

For development stage companies
FASBI No. 5, paragraphs 6
and 7,

For computer software
FASBI No. 6, paragraphs 4-

•

•

•

When applying lower of cost
or market rule, the resulting
loss should be charged to
cost of sales FASBI No. 17,
paragraphs 5, 6 and 10

Are required disclosures made
of aggregate exchange gains
or losses and effects of rate
changes on reported results
of operations?

9

For business combinations
accounted for as a purchase
FASBI No. 4, paragraphs 4
and 5,

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

•

B.
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Are related party transactions
adequately disclosed in the
financial statements and ac
companying notes?

Have the requirements to dis 
close probable reversals of
timing differences, and timing
differences for which there
have not been any income tax
allocation been met?

Are subsequent events that
provide evidence with respect
to conditions that did not exist
at the date of the balance sheet
but arose subsequent to that
date adequately disclosed to
keep the financial statements
from being misleading?

For marketable equity securities,
except if the equity basis is
appropriate, (in statements
for periods ending on or after
12/31/75) is there disclosure
of the following:

41.

42.

43.

policies presented?

Is a summary description of
the significant accounting

YES
NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

40.

39.

DISCLOSURES AND FOOTNOTES

B.
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date of the latest
balance sheet presented,
the gross unrealized gains
and gross unrealized losses
(segregated between current
and non-current portfolios

Aggregate cost and market
value (each segregated be
tween current and non-current
classifications if applicable)
as of the date of each balance
sheet presented?

applicable) ?

(i)

Net realized gain or
loss included in the
determination of net
income?

sented:

c. For each

period in which
an income statement is pre 

if

b. As of the

a.

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

For non-marketable securities
FASBI No. 16, paragraph 4

B.
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44.

Change in the valuation
allowance?

used) ?

Basis on which cost
was determined in com 
puting realized gain
or loss (i.e., average
cost or other method

•

4

For unrealized losses deemed
other than temporary FASBI
No. 11, paragraphs 3 and

YES

NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

For marketable equity securities
owned at the balance sheet date,
if significant net realized
and net unrealized gains and
losses arose after the balance
sheet date but before issuance
of the financial statements,
are those net realized and net
unrealized gains and losses
disclosed in the notes to fi
nancial statements?

(iii)

(ii)

B.
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Marketable securities?

For personal financial state 
ments
FASBI No. 10, paragraph 2,
FASBI No. 11, paragraphs
3 and 4, FASBI No. 12, para 
graphs 3 and 4;

For consolidated financial
statements
FASBI No. 13, paragraphs
5, 6 and 7;

•

•

Does there appear to be adequate
disclosure by footnote or other 
wise with respect to:

47.

a.

If required, do the financial
statements include appropriate
segment information?

12, paragraphs 14-17?

For enterprises in industries
having specialized accounting
practices with respect to mar 
ketable securities does dis 
closure conform with FASB No.

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

46.

45.

B.
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Notes and accounts receivable
due from officers, employees,
or affiliated companies?

Allowance for losses on
receivables?

b.

c.

Assets pledged or assigned?

Intangible assets and their
amortization?

Liquidation preference of
preferred stock in the equity
section of the balance sheet?

e.

f.

g.

d. The

method of determining
inventory costs (FIFO, LIFO,
average, etc.) and recog 
nizing any diminished utility
(cost or market, whichever
is lower) ?

For securities that are
temporarily non-marketable
FASBI No. 16, paragraphs
4-10

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

•

B.

Page 26

Stock appreciation and other
variable plan awards should
be included as common stock
equivalents FASBI No. 28,
paragraph 6

Option agreements?

For stock appreciation rights
FASBI No. 28, paragraphs

•

i.

•

1.

Dating of retained earnings
after a quasi-reorganization?

k.

Principles of consolidation?

Other Disclosures:

Restrictions on retained
earnings?

j.

2-5

Number of shares of various
classes of stock authorized,
issued and outstanding, and
the pertinent rights and
privileges of various se 
curities outstanding?

YES
NO

N/A

FINANCIAL STATEMENTS AND FOOTNOTES

h.

B.

REMARKS
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in accounting prin 

Commitments for material
amounts of new construction
or equipment?

Contingencies?

Carry forward losses for
income taxes or other credits
available?

Reasons for difference of
tax expense shown from cus 
tomary relationship between
income before taxes and tax
expenses?

When renegotiation refunds
under government contracts
cannot be accurately estimated?

p.

q.

r.

s.

t.

o. Business combinations

ac 
counted for as purchases?

n. Business combinations

YES

NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

ac 
counted for as poolings of
interest?

ciples?

m. Changes

B.
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Subsequent events?

Investments?

For non-marketable securities
FASBI No. 16, paragraph 10

Intangible assets and their
amortization?

Parents

equity in net assets
and net income of unconsol 
idated subsidiaries and
affiliates?

Long-term construction-type
contracts?

v.

w.

•

x.

y.

z.

(property,
plant and equipment, etc.)
and depreciation:

cc. Depreciable assets

bb. Assets pledged or assigned?

ances?

aa. Unusual accruals and allow 

’

Prior period adjustment?

YES

NO
N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

u.

B.

Page 29

dd. Accrued liabilities?

For unused investment
credit FASBI No. 25

Investment credit, method
followed and amounts
involved when material

(v)

o

The method or methods
used in computing de 
preciation with respect
to major classes of
depreciable assets?

Accumulated depreciation,
either by major classes
of assets or in total?

(iii)

(iv)

Balances of major classes
of depreciable assets
by nature of function?

Depreciation expense
for each period?

YES
NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

(ii)

(i)

B.
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face of the income statement,
accompanied by an explanatory
schedule or note that includes
the basis of calculations?

kk. Earnings per share on the

rency transactions and foreign
currency financial statements?

jj. Translation of foreign cur 

ii. Deferred income taxes?

amounts of new construction
or equipment?

hh. Commitments for material

(including capital,
operating, sales, direct
financing and leveraged
leases) ?

gg. Leases

ff. Pension plans?

ment provisions?

YES

NO

N/A REMARKS

FINANCIAL STATEMENTS AND FOOTNOTES

ee. Bond indenture and loan agree 

B.
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Do

th e w o rk in g p a p e rs a v o id te rm in 
o lo g y th a t m ig h t im p ly an a u d it was
p erfo rm ed ?

th e w orking p a p e rs (in c lu d in g
c h e c k lis ts and in s tr u c tio n s ) a p p e a r
re a s o n a b le i n r e la tio n to th e

3.

4.

5.

p la n n in g and a d m in is tr a tiv e to o ls
such a s c h e c k lis ts , c o rre s p o n d e n c e
and w r itte n in s tr u c tio n s a v o id su ch
te rm s as " a u d it ” and ’’a u d it p ro g ra m ’”

P u rp o se and c o n te m p la te d u se o f
th e u n a u d ite d s ta te m e n ts ?

b.

Do

th e w o rk in g p a p e rs a v o id u n n e c e s 
s a ry d e ta il?

A greed upon sco p e o f th e
engagem ent?

a.

fo llo w in g :

Do

Do

2.

p ro v id e a w r itte n re c o rd o f th e
ag reem en t w ith th e c l i e n t a s to
th e s e rv ic e s to be p ro v id e d ?
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